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PAKISTAN: KEY ECONOMIC INDICATORS 
(All years are Pakistan Fiscal Years (PFY), 
July 1 through June 30) 


PFY 82 PFY 83 PFY 84 
(Actual)  _(REV) ( PROV) 


Gross National Product 
(GNP) (million rupees) 317,471 368,190 416,198 
Population (millions) 86.4 89.1 91.9 
GNP Per Capita (rupees) 3,673 4,131 4,530 
Exchange Rate (year average) 10.55 12.75 13.48 
(U.S. $l=) (rupees) 


Annual Real Growth Rates (percent) 
(PFY 1959-60 factor cost) 

-- Gross National Product 
Gross Domestic Product 
Agriculture 
Manufacturing 
Services (1) 


Sectoral Share in GDP (percent) 
-- Agriculture 

-- Manufacturing 

-- Services (1) 


Expenditure and Savings Ratios 
Consumpt ion/GNP . 2 
Gross Domestic Investment /GNP 14, 
Gross Domestic Savings/GDP : 6. 
Gross Domestic Savings/Gross Domestic 

Investment 36. 
Gross National Savings/GNP * 16. 


Public Finance (billion rupees) 

Revenue Das 
Autonomous Bodies Net as 
Expenditure rie 
-- Current 46 
-- Development 24 
Overall Deficit -17 
Financing aT; 
-- External (Net) 5 
-- Domestic Nonbank 6 
-- Banking System es 
Price Indices (PFY 76=100) 

-- Consumer (year-end) LIS. 183. 
-- Wholesale (year-end) 176. 182. 
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Balance of Payments (million dollars) 
Trade Balance 3,450 -2,989 -3, 334 
-- Exports, f.o.b. 2,319 2,627 2,668 
-- (To United States) (167) (158) (235) 
-- Imports, f.o.b. -5,769 -5,616 -6,002 
-- (From United States) (508) (562) (684 ) 
Invisibles (Net) 1,840 2,435 2,306 
of which: remittances 2,224 2,886 24ST 
Current Account Balance 1,610 -554 -1,028 
Gross Aid Disbursements 1,092 1,301 1,234 
Overall Balance -580 722 -146 
Change in Reserves -235 arts -113 
Total Reserves (end June) 733 1,844 J Tse 
-- (in weeks of imports) (7) (17) (16) 
Debt Service Ratio 14.4 14.2 1337 


vs. 6. ae eS eS Lee 8 Oc 
WONNRFARrFPWTONAUW 


(1) Includes public administration and defense. Excluding these items for PFY 82, 83 and 
84 respectively, growth in services was 7.3 percent, 6.5 percent, and 6.7 percent and 
services share in GDP was 45.5 percent, 45.1 percent, and 45.4 percent. 


Sources: Government of Pakistan's Pakistan Economic Survey, 1982-83 and 1983-84, and 
Monthly Economic Statistics and Embassy estimates 





SUMMARY 


During Pakistan Fiscal Year (PFY) 1984 (July 1 - June 30), 

real GNP expanded 4.6 percent. While this was well above the 
developing country average of 3.6 percent, it was below 
Pakistan's average of over 6 percent annual growth for the 
previous six years. Falling remittances, lower-than-expected 
growth in exports, and extensive damage to the cotton crop 
contributed to slower growth. In spite of a 4.6 percent decline 
in the agriculture sector, real GDP grew by 4.4 percent. The 
manufacturing and services sectors expanded 7.7 and 8.3 percent, 
respectively. 


In June 1984, the government announced its long-awaited indus- 
trial policy. The statement identifies industries for priority 
expansion. It confirms that the private sector is to have 

the major responsibility for future industrialization, but 
cautions that the economy will continue to be mixed. The state- 
ment reconfirms that foreign investment is welcome. 


The banking system is to be Islamized by June 1985. Interest 
is to be abolished on all domestic transactions. The government 
is aware of the importance of preserving established banking 
practice to the extent possible. 


During PFY 84 exports grew by 1.6 percent, much lower than 

the 15 percent target. The government announced a ten-point 
strategy to boost exports. Its major goals are to increase 
non-traditional exports and to seek new markets for traditional 
exports. Imports increased by 6.9 percent, less than antici- 
pated primarily because the poor cotton crop dampened demand 
for crude oil and fertilizer imports. 


The current account balance suffered due to a 5 percent decline 
in overseas workers' remittances. This was the first time 

in ten years that workers' remittances dropped. Nonetheless, 
the balance of payments deteriorated only slightly, due to 

the continued inflow of bilateral and multilateral aid. 


Bilateral trade with the United States was $619 million, a 
healthy 49 percent increase over PFY 83. The U.S. moved up 

to become the second most important supplier to Pakistan. 

U.S. investment in Pakistan is now estimated at U.S. $400 mil- 
lion. Last year the first project resulting from an April 

1983 Overseas Private Investment Corporation (OPIC) investment 
mission got underway. The U.S. also signed a number of coopera- 
tive agreements for economic assistance, all implementing the 
six-year, U.S. $3.2 billion package of economic and military 
assistance the U.S. has with Pakistan. 





Part One: Current Economic Trends and Outlook 


Pakistan is one of the poorer countries in the world, with 

per capita GNP less than U.S. $400. The population, today 

over 90 million, is growing at about three percent per year. 

The literacy rate is estimated at 22 percent overall, 32 percent 
for men and 14 percent for women. Life expectancy is just 

over 50 years. 


Over the past twenty years, the economy has experienced an 
uneven pattern of development. Rapid growth during the sixties 
was followed by virtual stagnation during the early and mid- 
seventies. The government of General Zia Ul-Haq faced a badly 
disrupted economy when it took office in July 1977. Since 

that time, however, it has done much to restore policy stability 
and fiscal discipline. 


During Pakistan Fiscal Year (PFY) 1984 (July 1 - June 30, 1984), 
the first year of Pakistan's Sixth Five-Year Plan, real GNP 
grew 4.6 percent. While this was well above the developing 
country average of 3.6 percent, it was below Pakistan's average 
of over 6 percent annual growth for the last six years and 
below the government's target of 7.0 percent growth for PFY 

84. Falling remittances, lower-than-expected growth in exports, 
and extensive damage to the cotton crop contributed to slower 
growth. In spite of a 4.6 percent decline in the agriculture 
sector, real GDP grew by 4.4 percent. The manufacturing sector 
expanded by 7.7 percent, down from last year's 8.8 percent 
growth. Services (including public administration and defense) 
grew by 8.3 percent, well above last year's 6.4 percent growth. 
However, excluding these two subsectors, growth in services 

in PFY 84 was roughly equal to last year's expansion--6.7 per- 
cent compared to 6.5 percent. 


Population growth continued at a rapid pace, increasing by 
3.1 percent, but real per capita income still increased by 
1.5 percent in rupee terms. 


AGRICULTURE 


The agricultural sector remains paramount in Pakistan's economy, 
accounting for about 24 percent of GDP, employing over half 

the work force and providing, directly or indirectly, for about 
70 percent of export earnings. There are two crop seasons, 
kharif (summer) and rabi (winter). The major kharif crops 

are rice, cotton and sugarcane; the principal rabi crop is 
wheat. These crops account for more than 50 percent of total 
value added in agriculture, with wheat alone accounting for 
more than 20 percent. 





Following several years of high growth during the 1960's, 
average annual agricultural output fell 1.7 percent. between 

1969 and 1976. The decline was due to political instability, 
poor weather, worsening terms of trade for agricultural 
products, and unbalanced agricultural policies. These policies, 
which stressed large water sector projects and food input subsi- 
dies, neglected essential support services. The result was 
unsatisfactory agricultural growth despite continued high levels 
of public investment. 


Since 1977, the situation has improved. Growth in agricultural 
output has averaged nearly 4 percent per year, and Pakistan 

has become one of Asia's few net food exporters. Favorable 
climate conditions accounted for some of this revival, but 

new government policies contributed. The major elements of 

the new agricultural strategy announced in 1980 included: 
progressive reduction of input subsidies coupled with increases 
in crop procurement prices; reorientation of public expenditures 
to emphasize those areas previously neglected (foodgrain stor- 
age, research and extension, oilseed production, water manage- 
ment, improved seeds, credit facilities, rural electrification, 
and farm-to-market roads); and gradually increasing reliance 

on the private sector. 


The Sixth Five Year Plan (1983-88) maintains many of these 

same emphases. To achieve its goal of moving from self- 
sufficiency to export, the Sixth Plan seeks to: (1) improve 
availability and use of inputs such as fertilizer, pesticides, 
seed and credit; (2) improve the use and application of water; 
(3) develop a technology, marketing, and service base for inten- 
Sive farming on small and medium farms; (4) extend support 
prices and other incentives to new crops; (5) emphasize crops 
with export potential; and (6) expand production of oilseeds 

and protein-based crops. 


During the first year of the Sixth Plan (PFY 84), the agricul- 
tural sector declined 4.6 percent, as compared to the plan's 
target of 4.9 percent growth. The cotton crop suffered exten- 
sive damage from untimely rains and pest infestation; production 
was down 42 percent over last year. Drought affected the wheat 
crop planted in barani (rain-fed) areas; wheat production was 
down over 12 percent. The rice crop was hit by pest attack 

as well as inclement weather, particularly in the Punjab; 
production was down slightly. No crop except gram (a minor 
crop) achieved its targetted production. However, sugar cane 
production did increase by 6 percent, and maize production 
increased marginally. 


The outlook for PFY 85 is for a return to more normal cotton, 
wheat, rice, and sugar cane crops. 





In coming years, increased attention must be given to improving 
Pakistan's per acre yields which, for some crops, are among 

the lowest in the world. Recent increases in agricultural 
output have been mainly the result of acreage expansion, further 
scope for which is limited. The government will have to devote 
increasing attention to rehabilitation and maintenance of the 
enormous (world's largest) irrigation system. Pakistan will 
have to continue and expand upon the policies of recent years 

in order to remain self-sufficient in food through this decade 
and into the nineties. 


INDUSTRY 


The industrial sector contributes about 21 percent of GDP, 
with large-scale industrial units accounting for an estimated 
three-fourths of this share. Cotton textile manufacturing 

is the country's largest industry and largest single employer, 
but its relative importance has declined (down to 16 percent 
of industrial value added). Chemicals, fertilizer, petroleum 
refining, steel and steel-based industries, and machinery and 
transport equipment account for 37 percent of industrial value 
added. Other important industries include food processing, 
cement, and a wide variety of machinery manufacturing. There 
are eight public sector holding corporations, under the Ministry 
of Production, which control 66 operating units. The public 
sector dominates steel, vegetable oil, cement, and vehicles 
and has a major market share in petroleum products, soda ash 


and fertilizer. The textile subsector is primarily in private 
hands. 


There have been four distinct phases of industrial activity 
in Pakistan. After partition from India in 1947, present-day 
Pakistan (what was then West Pakistan) was left with just two 
textile mills and very little other industrial infrastructure. 
From partition and independence in 1947 until roughly 1958, 
Pakistan emphasized import substitution and high protection, 
which resulted in rapid but inefficient industrial growth. 
Between 1958 and 1971, through numerous production and export 
incentives and the maintenance of protection for domestic units, 
the government actively encouraged concentration of industrial 
ownership. Then, in 1972 there was a dramatic change in indus- 
trial policy. The Bhutto regime opted for direct management 
of industry. It nationalized all domestic banks and insurance 
companies and many large manufacturing units. It embarked 
on a public investment program which emphasized massive new 
capital-intensive manufacturing projects, many of which are 
only now coming on-stream. It introduced new regulations to 





control the private sector. These shifts in policy were 
reflected in a reversal of the share of public and private 
investment: the share of the private sector declined from 
90 percent in PFY 73 to 26 percent in PFY 78. 


The present government, in power since July 1977, has stated 
its desire that the private sector again play a major role 
in the economy. To this end, it has made numerous changes 
in industrial policy designed to encourage greater private 
investment, to curtail further public industrial expansion, 


and to improve operating efficiency in the existing nationalized 
industries. 


These measures appear to have stimulated increased private 
sector confidence and investment; by PFY 84 the private sector 
share of total manufacturing investment had reached 48 percent. 
Following a 17.6 percent increase in PFY 83, private sector 
investment increased 20 percent in PFY 84. While below the 


target of 35 percent growth, this still represents a substantial 
increase. 


Nevertheless, domestic resource mobilization remains a problem. 
The ratio of gross domestic savings to GDP--6.9--has started 
to climb but is still very low. The ratio of national savings 
to GNP is 16.0 percent, lower than for other countries at a 
Similar stage of development. As a result, gross domestic 
investment remains at a level of about 15 percent of GDP. 


In spite of Pakistan's low savings rate, the country's manufac- 
turing sector has done well. Since 1977, industrial growth 
has averaged over 9 percent per year, although much of this 
growth resulted from completion of new public sector industries 


During PFY 84, the manufacturing sector grew 7.7 percent. 

This somewhat poorer performance can be attributed largely 

to the lower output of cotton yarn due to the shortage of and 
high prices for raw cotton. Cotton textile production was 
maintained through use of yarn produced during the previous 
year and some imports. Cotton yarn and mill-made cloth make 

up roughly 13.9 and 13.0 percent, respectively, of total indus- 
trial production. Industries that did particularly well in 

PFY 84 include phosphatic fertilizers (28.8 percent growth), 
jute goods (up 19.8 percent), vegetable ghee (hydrogenated 


vegetable oil) (up 18.2 percent), and soda ash (up 17.5 
percent). 


Small-scale industry accounts for an imputed 21 percent of 
value added in the manufacturing sector. A very rough estimate 
of its growth in PFY 84 is 10 percent. The entire small scale 
industry subsector is in private hands and is spread--somewhat 
unevenly--throughout the urban areas of Pakistan. 





In PFY 84, public sector corporations expanded production by 
about 2 percent over the previous year and reported a pre-tax 
profit of about 4 percent on sales of Rs. 23,769 million (U.S. 
$1.76 billion). The Karachi Steel Mill, an integrated iron 
and steel works, is nearing completion. Based on imported 
raw materials, the mill's production capacity is 1.1 million 
MT per year of raw steel with built-in potential to expand 

to 2 million MT. 


The Sixth Five-Year Plan identifies four priority areas for 
expansion of the manufacturing sector: steel-based engineering 
goods industries (including completion of the Karachi Steel 
Mill and investment in downstream industries); agricultural 
processing industries, both for domestic consumption and export 
(including increased cotton textiles and sugar exports and 
development of the fruit and vegetable processing industries) ; 
phosphatic fertilizer and other agricultural inputs (with 
emphasis on increased mechanization); and minerals, including 
copper, gypsum, phosphate rock and coal (for power generation 
and coal-based industries). In addition, efforts to expand 

the industrial sector will focus attention on: defense-related 
industries; industries based on "highly sophisticated technology 
involving high risk and fast obsolescence"; and provision of 
infrastructure to support new industrial plants through the 
mechanism of industrial estates. 


The government's long-awaited industrial policy statement, 
announced in June 1984, reiterates the above priorities and 
outlines the policies by which the government hopes to achieve 
its objectives. The industrial policy statement confirms that 
the private sector is to have the major responsibility for 
future industrialization, but it cautions that the economy 
will continue to be mixed, with the private and public sectors 
“complementing and reenforcing" each other's role. Government 
sanctioning (approval) for projects will be simplified, the 
tariff structure is to be rationalized, specific incentives 

to encourage private industrial investment through fiscal and 
tax measures will be continued, small-scale and agro-based 
industries are emphasized as the engines of export growth, 

and foreign investment is encouraged. The Sixth Plan envisions 
9 percent annual growth in the industrial sector. The small- 


scale and cottage industries are projected to grow 15 percent 
annually. 





ENERGY 


Pakistan possesses a variety of commercial and traditional 
energy resources which together provide about 67 percent of 

its energy requirements. The balance is met--at the cost of 
approximately half of Pakistan's export earnings--mainly through 
imports of 90,000 barrels per day of crude petroleum and 30,000 
barrels per day of petroleum product. The cost of energy 
imports strains Pakistan's balance of payments. In addition, 

as energy demand is growing faster than domestic energy genera- 
tion, increased imports and a widening energy gap appear likely 
during the 1980's. The government is attempting to reduce 
Pakistan's dependence on imported oil through development of 
domestic energy resources, including oil, natural gas and hydro- 
electricity. 


Pakistan possesses sizeable natural gas resources. As of March 
1983, total recoverable reserves were estimated at 442 billion 
cubic meters. During July to March PFY 84, gas production 
declined marginally, to 7,250 million cubic meters, over the 
comparable period in the previous year. Recently the government 
has begun to allow both producer and consumer gas prices to 
increase gradually from their artificially low levels in order 
to discourage consumption and encourage new producer invest- 
ments. Gas provides approximately 45 percent of Pakistan's 

total energy. 


Although oil supplies approximately 34 percent of total energy, 
domestic reserves and production are modest. Reserves are 
currently estimated at 70 million barrels. During PFY 84, 
production increased from 12,000 barrels per day to almost 
17,000 barrels per day. 


Coal currently supplies only about 3 percent of energy require- 
ments, but estimated reserves are 600 million tons. An inten- 
sive effort is being made to develop this vast potential. 


Hydroelectric power provides 17 percent of total energy but 
fuels two-thirds of total power generation. Hydroelectric 
power generation increased 12 percent (to 12,825 million kilo- 
watt hours) in PFY 84. Nonetheless, the government was forced 
to resort to load-shedding during the winter in order to ration 
the available power supply. 


MONEY AND PRICES 


Pakistan generally pursues conservative fiscal and monetary 
policies. Increases in money supply have usually been kept 
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at levels below the rate of increase in nominal GNP: in PFY 

84 money supply increased 11.4 percent compared to a 14.1 per- 
cent increase in the nominal GNP. The budget deficit increased 
to 5.7 percent of GNP, due primarily to increased expenditures 
on defense and debt servicing. At the same time, spending 

on social services and development dipped only slightly. The 
resulting larger deficit has been financed through growth in 
domestic nonbank resources (mainly small savings deposits in 
government-sponsored schemes) and inflow of foreign capital 
(through remittances, loans, and aid). 


The longer-term structure of Pakistan's public finance remains 
precarious. A major weakness on the revenue side is over- 
reliance on customs and excise duties; income, corporate, and 
sales taxes play a lesser role in Pakistan than in most com- 
parable countries. On the expenditure side, there would appear 
to be little room for reduction as over half of current expen- 
ditures are on defense and debt servicing requirements. 


Despite these pressures on the budget, government figures showed 
that prices increased only moderately: the GDP deflator 
increased to 9.4 percent. The consumer price index was up 

8.4 percent during PFY 84; wholesale prices were up 10.5 per- 


cent. The government goal is to keep inflation to single 
digits. 


BALANCE OF PAYMENTS 


Pakistan's balance of payments deteriorated in PFY 84. As 
noted, exports were poorer than anticipated, and remittances 
from Pakistani workers abroad dropped for the first time in 
ten years. Aid commitments increased, but disbursements 
decreased. Debt service payments increased. 


Pakistan is primarily a commodity exporter. Raw cotton, tex- 
tiles, cotton products, rice, leather, and leather products-- 
these few products account for over 60 percent of the total 
value of Pakistani exports. Last year's decreased agricultural 
production translated immediately to decreased export earnings. 
Raw cotton exports declined 57.0 percent by value, and cotton 
yarn exports dropped 11.8 percent. Exports of cotton cloth, 
manufactured in part from last year's and some imported cotton, 
increased 26.7 percent. Nevertheless, total exports of cotton 
and cotton products, which alone account for approximately 

40 percent of Pakistan's total exports, declined 9.6 percent. 





Other major exports registered healthy increases in PFY 84. 

Rice exports were U.S. $422.0, up 46.1 percent. This included 
major purchases by Iran. Woolen carpet, fish, leather and 
leather accessories, and non-traditional (sporting goods, chemi- 
cals, medical instruments, and footwear) exports were also 

up. Exports of petroleum products declined; they were U.S. 
$40.0 million in PFY 84, down 37.8 percent over a year earlier. 


Total exports in PFY 84 were U.S. $2,668 million, an increase 
of just 1.6 percent by value compared to a year earlier. Actual 
export performance was thus much below the target of 15.1 
percent growth in Pakistan's Sixth Five-Year Development Plan. 


In a sense, imports did better--up 6.9 percent compared to 

a targetted increase of 11.5 percent. PFY 84 imports totalled 
U.S. $6,002 million, as usual over double the value of exports. 
The value of both crude oil and fertilizer imports fell (by 
8.7 percent and 27.5 percent, respectively) because of lower 
prices and low consumption due to the poor cotton crop. High 
prices caused the value of Pakistan's other major imports-- 
edible oil, tea, and petroleum products--to increase markedly. 
These five items represent over 35 percent of Pakistan's total 
imports. Other important imports are non- electrical machinery, 
electrical goods, transport equipment, and iron and steel. 


Pakistan's top three trading partners remain Japan, the U.S. 
and Saudi Arabia. In PFY 84, the most important suppliers 
were Japan (which supplied 14 percent of total imports), the 
U.S. (11 percent of the total--moving up from fifth place), 
Saudi Arabia (10 percent), Kuwait (8 percent), and the United 
Kingdom (7 percent). In PFY 83, Iran became Pakistan's top 
export market. It retained the top rank in PFY 84, as the 
destination for over 16 percent of Pakistan's total exports. 
Other important markets are the U.S. (9 percent of the total--up 
from third place in PFY 83), Japan (9 percent), Saudi Arabia 
(8 percent), and Dubai (6 percent). Pakistan seeks to expand 
traditional exports to the Middle East (which presently buys 
38 percent of Pakistani exports) and Africa (where Pakistan 
has yet to gain a foothold) and to develop new markets for 
non-traditional goods, according to a ten-point strategy to 
boost exports that was announced in July 1984. 


In recent years, increasing remittances from Pakistani workers 
abroad, which reached almost U.S. $3 billion in PFY 83, have 

helped to offset the large trade deficits. In PFY 84, remit- 
tances were U.S. $2.7 billion, down 5.1 percent from the total 
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for PFY 83. The higher value of the U.S. dollar on foreign 
exchange markets apparently is inducing Pakistani workers in 
the west to leave their money in interest-earning accounts 
rather than send it home. In the Middle East, major projects 
are reaching completion and lower oil revenues are forcing 

some oil countries to cut back on expenditures. While it is 
too early to say that the lower remittances in PFY 84 represent 
a long-term downward trend, the government is watching the 
situation closely. 


The government met the U.S. dollar 1.0 billion current account 
deficit in part through a U.S. $113 million drawdown in foreign 
exchange reserves. At the end of PFY 84, foreign exchange 
reserves were estimated at U.S. $1.7 billion, or 4 months of 
imports. Debt service payments were U.S. $736 million in PFY 
84, for a debt service ratio of 13.7 percent. External public 
debt outstanding at the end of PFY 83 was U.S. $12.4 billion. 


Part Two: Implications for the United States 


Although some elements of Pakistan's economy--the agricultural 
sector and remittances, in particular--were under strain in 

PFY 84, the economy is basically healthy. Its economic manage- 
ment has been conservative; debt is being kept under control 

and needed policy reform is gradually taking place. The impact 
of Islamization of the banking system for foreign nationals 
doing business with and in Pakistan should be clearer by summer 
1985. At present, it appears that foreign currency holdings 
will be exempted from the provisions prohibiting payment of 
interest. Nonetheless, Pakistan's identity as an Islamic nation 
is a factor which will continue to affect the country's economic 
and political relations. 


The political stability of the last seven years has contributed 
to Pakistan's good economic performance and revived investor 
confidence. It has been announced that elections will take 
place before spring of next year; a return to some form of 
representative government would most likely enhance the confi- 
dence of both domestic investors and foreign businessmen. 


For its part, the U.S. supports a stable and secure Pakistan, 
able to seek peaceful and cooperative relations with its neigh- 
bors, to work effectively through diplomatic channels to secure 
the peaceful withdrawal of Soviet troops from Afghanistan and, 
in the meantime, to give succor to more than two million Afghan 
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refugees. The U.S. also seeks a Pakistan willing to play a 
helpful role in support of matters of bilateral concern such 

as the suppression of narcotics trafficking and the furtherance 
of our nuclear non-proliferation policies. 


In 1981, agreement between the U.S. and Pakistan was reached 

on a U.S. $3.2 billion package of economic and military 
assistance which the United States will seek to provide Pakistan 
over a six-year period (1981-87). The package is divided 
roughly equally between economic and military aid. 


The U.S. $1.625 billion in economic aid takes a development- 
oriented approach with emphasis on providing balance of payments 
Support. This is reflected in the considerable commodity compo- 
nent (PL-480 edible oil, phosphatic fertilizer, agricultural 
equipment, insecticides and contraceptives) and the substantial 
local currency cost financing in projects. The focus of the 
projects corresponds with the government's priority on develop- 
ment of the agriculture, energy and social services sectors. 
Terms of the assistance are two-thirds grant and one-third 
concessional loans. 


The military assistance package is composed of U.S. $1.575 
billion in FMS guaranteed credits to be extended over five 
years beginning in PFY 83. The first 21 of 40 F-16 aircraft 


have been delivered, as have 100 M48A5 tanks, over 100 artillery 
pieces, and 22 armored recovery vehicles. 


As noted above, the government of Pakistan also plans to spend 
over 25 percent of its budget on defense. The Pakistani armed 
services are familiar with U.S. military equipment. In addition 
to purchases under FMS, there are opportunities for American 
companies to sell defense-related equipment--including, for 
example, road-building and transport equipment, communication 
systems, radars, and bridges. 


Pakistan also offers an expanding market for other U.S. goods 
and services. The U.S. has been a major supplier of agricul- 
tural products, especially wheat, edible oil, and tallow. 

Other major exports have been chemicals, fertilizers, industrial 
raw materials, machinery and transport equipment. Although 
increased domestic production of wheat and urea fertilizers 

has virtually eliminated the need for imports of these goods, 
new prospects for U.S. exports are arising as Pakistan seeks 

to develop its infrastructure and to foster import substitution 
and export-oriented industries. 





Good opportunities exist for sales of agricultural machinery 
and implements, vegetable oil, tallow, soybean meal, phosphatic 
fertilizer, food processing and packaging equipment, chemical 
and petrochemical industry equipment, railroad equipment, 
electric power generation, transmission and distribution equip- 
ment, textile and leather machinery and equipment, telecommuni- 
cations equipment, oil and gas field machinery, process control 
instrumentation, mining and extraction machinery, earthmoving 
and construction machinery, electronic industry production 

and testing equipment, analytical and scientific instruments, 
motor vehicles and equipment, hospital and health care industry 
equipment, and computers and peripheral equipment, including 
mini-computers and word processors. Services are another area 
of good opportunity for American firms, including airport 
contruction, energy, communications and transportation project 
design, and engineering. 


The Sixth Five-Year Plan and the new industrial policy statement 
emphasize the role of the private sector in the economy. 

Foreign private investment is welcomed. The government attaches 
great importance to the flow of foreign direct investment in 
areas where it brings advanced technology, managerial and 
technical skill and marketing expertise. It particularly 
encourages foreign investment in industrial projects involving 
advanced technology and heavy capital outlay like engineering, 
basic chemicals, petro-chemicals, electronics and other capital 
goods industries. An Export Processing Zone (EPZ) has been 

set up in Karachi to attract foreign investment in export- 
oriented industries. The concessions and facilities offered 

by the EPZ include duty free import and export of goods and 

tax exemption. The government particularly encourages foreign 
private investment in the form of joint equity participation 
with local investors and where there is basic manufacture 
involving advanced technology. In reviewing project proposals 
for joint ventures, the government of Pakistan seeks to 
authorize projects which: (a) serve overall national objectives; 
(b) contribute to the development of capital and of technical 
and managerial know-how; (c) lead to the discovery, mobilization 
or better utilization of national resources; (d) strengthen 

the balance of payments; and (e) result in substantially 
increased employment opportunities in Pakistan. There is no 
shortage of Pakistani companies who would be interested in 
forming a joint venture with an American partner, but it does 
behoove the American investor to exercise caution in his choice 
of a joint venture partner. 





The Foreign Private Investment (Promotion and Protection) Act 

of 1976 provides security against expropriation and adequate 
compensation for acquisitions. The Act also guarantees to 
foreign investors the right to repatriate funds up to the amount 
of the original investment, profits, and any additional amount 
resulting from re-invested profits or appreciation of the 
Capital investment. Foreign nationals employed in industrial 
undertakings having foreign private investment may make remit- 
tances of their monthly salaries or (at the end of their tenure) 
of their accrued savings. National treatment with respect 

to laws, rules and regulations relating to importation and 
exportation of goods is provided. In addition, the U.S.- 
Pakistan Treaty of Friendship and Commerce provides for national 
treatment of U.S. businessmen in other areas. Also in force 
between the United States and Pakistan is a treaty which 
provides for the avoidance of double taxation. 


At present, U.S. investment in Pakistan--which is estimated 
at U.S. $400 million--is concentrated in fertilizer projects 
although smaller investments exist in pharmaceuticals. U.S. 
companies are also involved in oil exploration and production 
in Pakistan. Four major American banks have branches in 
Pakistan. 


In April 1983, the U.S. Overseas Private Investment Corporation 
(OPIC) sponsored an investment mission to Pakistan. At the 
conclusion of the mission, participating companies announced 
plans to develop 22 joint venture projects with Pakistani 
partners. The first of these projects began operations this 
year, and several others are nearing completion. 


Pakistan also looks to the United States as an important market 
as well as a supplier of goods and capital. The U.S. was 
Pakistan's second largest market in PFY 84. American retailers 
find Pakistani textiles, apparel, sporting goods, and leather 
products attractive. Bilateral trade in textiles is governed 
by the Pakistan-U.S. textile agreement which was signed in 
1983. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPO you need to succeed in overseas business. 
RTING Overseas Business Reports (OBr’s) 
BLINDFOLDED? bring you detailed information on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is$___ O check, aa 
C money order, or charge to my Total charges $____——_—Filll in the boxes below. 


Deposit Account No. Credit 


CSteabee we hcowcod Card No. SRNR RTEORE Sees 

MasterCard sae 
Expiration Date 

Order No. Month/Year Els) 


Enter my subscription to: (] Overseas Business Reports at $29 per year ($36.25 overseas) For Office Use Only 
00 Foreign Economic Trends at $66 ($82.50 overseas) Quantity Charges 
Company Name Enclosed 


4 To be mailed 
1 ite 
es Name—First. Last Subscriptions 


Postage 
Street address 
Foreign handling 


| MMOB 
City State ZIP Code 


; : OPNR 
(or Country} UPNS 


Bahl lth hd ee Discount 


PLEASE PRINT OR TYPE Retund 








